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Two factors of pension costs:  Normal Cost

• Normal Cost  % of Salaries  
• Designed to cover current employees’ cost of future retirement
• Pensionable wages multiplied by %



Estimated Employer Contribution Rates*
2031-322030-312029-302028-292027-282026-272025-26

@ 6/30/22 Report

N/AN/A11.6%11.9%12.3%12.7%13.1%Miscellaneous

N/AN/A20.8%21.3%21.8%22.3%22.8%Safety
@ 6/30/23 Report

N/A11.4%11.7%12.0%12.4%12.7%13.15%Miscellaneous
N/A20.1%20.6%21.2%21.7%22.2%22.68%Safety

@ 6/30/24 Report

10.9%11.2%11.5%11.8%12.2%12.52%N/AMiscellaneous

19.3%19.8%20.4%20.9%21.4%21.91%N/ASafety

*rates before employee cost sharing, assumes 6.8% investment return



City of Chico Normal Cost Share FY 2025-26

CalPERS Miscellaneous - PEPRACalPERS Miscellaneous - Classic

Total 
Employee 

Contribution
Employee 

Cost Sharing
Employee 
Base Share

Employer 
Share

Total Employee 
Contribution

Employee 
Cost Sharing

Employee 
Base Share

Employer 
Share

16.50%=8%+8.50%5.15%CME16.00%=8%+8%5.15%CME
14.50%=6%+8.50%7.15%CPSA14.00%=6%+8%7.15%CPSA
11.50%=3%+8.50%10.15%CNF11.00%=3%+8%10.15%CNF
11.50%=3%+8.50%10.15%DIR11.00%=3%+8%10.15%DIR
11.50%=3%+8.50%10.15%L3911.00%=3%+8%10.15%L39
11.50%=3%+8.50%10.15%SEIU11.00%=3%+8%10.15%SEIU
15.18%=6.68%+8.50%6.47%UPEC14.68%=6.68%+8%6.47%UPEC

CalPERS SAFETY – PEPRACalPERS SAFETY – Classic

Total 
Employee 

Contribution
Employee 

Cost Sharing
Employee 
Base Share

Employer 
Share

Total Employee 
Contribution

Employee 
Cost Sharing

Employee 
Base Share

Employer 
Share

20%=5%+15%17.68%CFSM14.00%=5%+9%17.68%CFSM
18%=3%+15%19.68%CPM12.00%=3%+9%19.68%CPM
18%=3%+15%19.68%CPOA12.00%=3%+9%19.68%CPOA
17%

21.68%
=
=

2%
6.68%

+
+

15%
15%

20.68%
16.00%

IAFF
UPEC

14.00%
15.68%

=
=

5%
6.68%

+
+

9%
9%

17.68%
16.00%

IAFF
UPEC



Two factors of pension costs:  Unfunded 
Accrued Liability (UAL)
• UAL Annual Payment

• Calculated annually by CalPERS
• Changes each year based on actuarial factors

• Investment return
• Mortality rates
• Number of Retirees

• Similar to a mortgage balance that is a moving target
• Annual payment can be paid in July of each year or paid monthly

• Prepayment saves one month of interest
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Unfunded Accrued Liability

As of 6/30/2024As of 6/30/2023As of 6/30/2022As of 6/30/2021
Funded %UALFunded %UALFunded %UALFunded %UALPlan

67.1%$  78,358,58665.4%$78,622,40665.2%$77,011,66875.2%$52,770,823Misc

67.3%$102,231,28566.2%$98,512,70366.6%$92,247,72375.9%$64,293,003Safety

$180,589,871$177,135,109$169,259,391$117,063,826Total
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How did we get here…

• Superfunded status in early 2000’s
• New benefit formulas proposed in 2002
• Chico approved 3% @ 60 formula for Miscellaneous in 2002
• 2% cost of living annual adjustment to retirees by CalPERS 
• Great Recession occurs in 2008
• Two rounds of layoffs at City in 2013 & 2014
• Investment returns did not make former 7.5% assumption
• CalPERS investment policy limitations (No tobacco, etc.)
• Discount rate decreased to 7.0% and then to 6.8%
• New mortality rates, average retirement ages, etc.
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City of Chico Total Projected UAL Payments @ 6/30/2021
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City of Chico Total Projected UAL Payments @ 6/30/2023
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Amortization Bases



Since last Valuation Report…

• 11.6% Investment Return for FY 2025-26
• Could potentially trigger Funding Risk Mitigation Policy

• Could reduce Discount Rate from 6.8% to 6.75%

• Asset Liability Management (ALM) Process
• In process

• Discount Rate questions
• Life Expectancies
• Retirement age
• Other Statistical changes



What has been done…

• California Public Employees Pension Reform Act (PEPRA) became 
effective for new employees after 1/1/2013
• New benefit tiers vs. Classic member benefit tiers
• 2% at 62 vs. 3% at 60 for Miscellaneous Plan
• 2.7% at 57 vs. 3% at 50 for Safety Plan



PEPRA 
TRANSITION
MISC PLAN



PEPRA 
TRANSITION
SAFETY PLAN



What the City has done…

• Employees pay their share of “normal cost.”  In prior years, City paid 
employer and at least some (in some cases all) of employee cost. 
This was a standard practice among public agencies.
• Employees pay over $2,000,000 annually towards employer’s share



What the City continues to do …

• Prepay UAL in July each year
• Funding set aside with Creation of Section 115 Pension Stabilization Trust 

and PERS UAL Fund
• $8.66 million set aside as of June 2025 for future pension costs
• $9.87 million in Fund 903 (PERS UAL Fund) as of June 2025

• Budget Policy D.1.c. 
• 50% of financial surplus in the General Fund will be allocated to the Pension 

Stabilization Trust Fund


